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E.O. 11652: N/A 
TAGS: EFIN, BL 

SUBJECT: BOLIVIA'S BALANCE OF PAYMENTS - 1975 
REF: STATE 199613 

1. SUMMARY. EMBASSY EXPECTS BOLIVIA’S BOP DEFICIT TO BE ABOUT US 
$64 MILLION IN 1975, REDUCING CENTRAL BANK NET FOREIGN EXCHANGE 
RESERVES TO ABOUT US$100 MILLION BY END OF YEAR. BECAUSE OF 
POOR OR NON-EXISTENT DATA, BEGINNING OF GOB EFFORTS TO REDUCE 
IMPORTS, AND UNPREDICTABLE SHORT-TERM CAPITAL MOVEMENTS, BOP 
DEFICIT COULD FALL ANYWHERE IN RANGE OF US$40 TO US$80 MILLION. 
WHILE BOP DEFICIT NO CAUSE FOR PANIC, GOB WILL BE 
MOTIVATED TO TAKE MEASURES TO REDUCE IMPORTS IN ORDER TO 
MAINTAIN RESERVES, AND THIS IN TURN POSES DANGER OF UPSETTING 
BOLIVIA'S NEW-FOUND PRICE STABILITY WITH THREAT OF CREATING 
PRESSURES FOR INFLATIONARY WAGE INCREASES. PRINICPAL 
IMPLICATIONS FOR US POLICY DECISIONS ARE (A) GSA TIN STOCKPILE 
SALES WILL BE INCREASINGLY SENSITIVE ISSUE IN US/ 

BOLIVIAN RELATIONS AND STOCKPILE SALE-INDUCED DECLINES IN WORLD 
TIN PRICES WILL COMPLICATE GOB'S ECONOMIC PROBLEMS. CONVERSELY 
GOB WELCOMES US MEMBERSHIP IN INTER-NATIONAL TIN COUNCIL; 

(B) IF DOWNWARD BOP TREND CONTINUES, GOB LIKELY TO TRY HOLD 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 LA PAZ 06402 01 OF 02 131749Z 

DOWN PUBLIC EXPENDITURES IN 1976-77 IN ORDER MAINTAIN RESERVES, 
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WHICH MAY AFFECT ITS ABILITY TAKE ON ADDITIONAL EXTERNALLY 
ASSISTED DEVELOPMENT PROJECTS BEYOND THOSE ALREADY CONTRACTED FOR 
IN 1976. EMBASSY BELIEVES LATTER TOPIC DESERVES DISCUSSION AT UP- 
COMING CEPSIES REVIEW OF BOLIVIAN ECONOMY. END SUMMARY. 

2. PER DEPT'S REQUEST, PARA 3 BELOW GIVES EMBASSY ESTIMATES OF 
BOLIVIA'S BOP FOR FIRST HALF 1975 AND EMBASSY AND CENTRAL BANK 
ESTIMATES FOR FULL YEAR 1975. SINCE THERE ARE NO PUBLISHED 

DATA OR OFFICIAL ESTIMATES FOR FIRST HALF, EMBASSY ESTIMATE BASED 
ON CUSTOMS RECEIPTS, CENTRAL BANK CURRENCY TRANSACTIONS AND 
OVERALL MOVEMENT OF FOREIGN EXCHANGE RESERVES. THE CENTRAL BANK'S 
1975 ESTIMATE IS PRESENTLY BEING REVISED BY MINISTRY PLANNING 
AND COORDINATION FOR CEPSIES REVIEW OF BOLIVIA'S ECONOMY SCHEDULED 
FOR SEPTEMBER 15-18. WE WILL SEND THE MIN PLAN ESTIMATES WHEN 
AVAILABLE IF THEY VARY SIGNIFICANTLY FROM OURS. 

ACCURATE ESTIMATES IN ANY CASE ARE DIFFICULT BECAUSE (A) THE 
LATEST DETAILED TRADE STATISTICS AVAILABLE ARE FOR 1973; (B) THE 
TIMING OF ARRIVAL OF IMPORTED ITEMS FINANCED EXTERNALLY IS 
NOT KNOWN, WHICH HAS MADE IT DIFFICULT TO ESTIMATE CAPITAL ACCOUNTS 
(ESPECIALLY FOR MID-YEAR); AND (C) THE LONG TRANSPORTATION, 

ASSAYING AT DESTINATION, AND BILLING PROCESS FOR BOLIVIA'S 
MINERALS EXPORTS (SOLD MOSTLY ON THE LONDON MARKET) CAUSE 
EXPORT RECEIPTS TO LAG SEVERAL MONTHS BEHIND ACTUAL SHIPMENTS. 

FOR THIS REASON, ALTHOUGH MINERALS PRICES STARTED FALLING IN 
SEPTEMBER 1974, BOLIVIA'S NET RESERVES CONTINUED TO RISE UNTIL 
FEBRUARY, 1975. CORRELATING RESERVE MOVEMENTS WITH TRADE 
MOVEMENTS IS THEREFORE DIFFICULT, ESPECIALLY IN PERIODS OF LARGE 
CHANGES IN PRICES, SUCH AS FROM SEPTEMBER, 1974 TO MAY , 1975. IN 
SUM, WE BELIEVE BOLIVIA'S BOP COULD EASILY 

VARY PLUS OR MINUS US$20 MILLION FROM OUR ESTIMATED DEFICIT OF 
US$64 MILLION IN 1975. 

3. FOLLOWING ARE BOP ESTIMATES (1974 IS PUBLISHED CENTRAL BANK 
DATA) (IN MILLIONS OF US$) 

CENTRAL BANK FIRST HALF EMBASSY CENTRAL BANK 


1974 1975 

1975 

1975 

EXPORTS (FOB) 556 

222 

475 455 

IMPORTS (FOB) $364 

-255 

-475 -403 

SERVICES - TOTAL -110 

-75 

-145 -115 

FREIGHT & 
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INSURANCE -66 

-48 

-90 

REMISSION OF PROFITS 



& INTEREST -37 

-22 

-45 

OTHER SERVICES -7 

-5 

-10 

TRANSFERS 12 

6 

12 12 

CURRENT ACCOUNT 



BALANCE 94 

■102 

-133 -50.7 

PRIVATE LONG-TERM 
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CAPITAL 36 18 36 - 

PRIVATE SHORT-TERM 

CAPITAL &50 20 "20 - 

TOTAL PRIVATE CAPITAL -14 38 16 -37 

PUBLIC SHORT-TERM 

CAPITAL -2 25 10 - 

PUBLIC LONG-TERM 

CAPITAL 55 22 43 - 

TOTAL PUBLIC CAPITAL 53 47 53 42 

CAPITAL ACCOUNT 41 72 69 4.5 

NET CURRENT AND 

CAPITAL ACCOUNT 137 -17 -64 -46.2 

ERRORS AND OMMISSIONS -26 

BALANCE OF PAYMENTS 112 -17 -64 -46.2 

4. EXPLANATION OF BOP ITEMS FOLLOWS: 

A. EXPORTS. EMBASSY DIFFERS WITH CENTRAL BANK (CB) ESTIMATES 

ON PETROLEUM BECAUSE WE HAVE INCLUDED PLANNED INITIAL SHIPMENTS TO 
PERU STARTING IN SEPTEMBER, 1975, AND CB APPARENTLY FAILED ACCOUNT 
FOR HIGHER VALUE OF GAS (US$0.77 PER 1,000 CUBIC FOOT VERSUS US$ 

0.65) BECAUSE OF ITS ETHANE/BUTANE/PROPANE CONTENT. MAJOR EXPORT CATE- 
GORIES ARE AS FOLLOWS (ALL FOB IN US$MILLIONS): 

FIRST HALF EMBASSY CENTRAL BANK 
1975 1975 1975 

MINERALS 110 238 235 

PETROLEUM 52 116 105 

GAS 20 41 35 

OTHER 30 60 60 

CONTRABAND 10 20 20 

TOTAL: 222 475 455 
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B. IMPORTS. THERE ARE NO GOVERNMENT ESTIMATES OF IMPORTS FOR 
THE FIRST HALF OF 1975. IN 1974, THE RATIO OF IMPORT DUTIES AND 
SERVICE CHARGES ON NON-DUTY IMPORTS TO TOTAL IMPORTS WAS 13.7 PER- 
CENT. SINCE THEN THE GOB HAS REDUCED SOME DUTY RATES, BUT IT HAS 

ALSO REPUTEDLY IMPROVED ADMINISTRATION OF CUSTOMS WITH APPOINTMENT OF 
NEW DIRECTOR OF CUSTOMS AT END OF 1974. IMPORT DUTIES AND SERVICE 
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CHARGES FOR FIRST HALF WERE US$ 34.9 MILLION WHICH, USING 
13.7 PERCENT RATIO. IMPLIES FIRST HALF IMPORTS OF US$ 255 
MILLION. CENTRAL BANK ESTIMATES 1975 IMPORTS OF ONLY USS 403 
MILLION ON BASIS OF RESTRICTIONS RECENTLY IMPOSED OR IN THE 
PROCESS OF BEING IMPOSED WHICH IT BELIEVES WILL HOLD IMPORTS 
TO THAT LEVEL. THESE INCLUDE NEW TAXES DECREED IN SEPTEMBER 
ON AUTOS BY WEIGHT, WHICH DEALERS SAY WILL CUT SALES OF 
HEAVY AUTOS AND TRUCKS BUT NOT HAVE MUCH EFFECT ON SMALLER 
AUTOS SUCH AS VOLKSWAGENS, AND NEW BANKING DECREE OF AUGUST 
14, 1975 WHICH HAS PARTIAL OBJECTIVE OF REDUCING CREDIT 
FOR CONSUMER IMPORTS. REGARDING DEMAND MANAGEMENT, GOB HELD 
GOVERNMENT EXPENDITURES IN FIRST HALF 1975 DOWN TO ABOUT 18 
PERCENT ABOVE SAME PERIOD 1974 AND PROBABLY IMPROVING THIS 
PERFORMANCE FOR SECOND HALF, BUT THERE IS LITTLE SCOPE FOR 
REDUCING EXPENDITURES FURTHER BETWEEN NOW AND END OF YEAR. 
MOREOVER. THE EFFORT TO REDUCE IMPORTS IS LIKELY TO INCREASE 
THE RATE OF DOMESTIC PRICE INFLATION AND GENERATE PRESSURES 
FOR PUBLIC AND PRIVATE WAGE INCREASES. WE BELIEVE, HOWEVER, 
THAT GOB CAN RESIST WAGE DEMANDS UNTIL EARLY 1976. ON BALANCE 
WE BELIEVE GOB HAS STARTED TOO LATE WITH EFFORTS TO REDUCE 
IMPORTS AND THEY MORE LIKELY TO BE IN USS 450 - 500 MILLION 
RANGE THAN CENTRAL BANK'S US$ 403 MILLION FORECAST. OUR 
USS 475 MILLION FIGURE IS VERY ROUGH ESTIMATE, BUT CLOSE TO 
LIMITED OFFICIAL USE 
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CEPSIES ESTIMATE OF USS 476.5 MILLION. 

C. SERVICES. FREIGHT AND INSURANCE WERE 18 PERCENT OF 
IMPORTS (FOB) IN 1974 AND CENTRAL BANK ESTIMATES 18.85 PERCENT 
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FOR 1975, WHICH WE APPLIED TO IMPORTS OF US$ 475 MILLION. REMISS- 
ION OF PROFITS IS CEPSIES ESTIMATE. OTHER SERVICES IS AVERAGE 
OF CEPSIES, IMF AND PREVIOUS EMBASSY ESTIMATES. 

D. CAPITAL ACCOUNT. WE ESTIMATE PUBLIC LONG-TERM CAPITAL 
DISBURSEMENTS AS FOLLOWS IN 1975 (IN MILLIONS OF US$): 

AID: 8.5 

IDB: 18.3 

IBRD: 11.8 

.SUPPLIERS AND BANK CREDIT 
COMIBOL: 14.01 


YPFB: 16.9 (NOT COUNTING BANK CONSORTIUM 

LINE OF CREDIT) 

CBF: 7.0 

ENAF: 25.0 

OTHER: 12.0 

TOTAL: 123.5 

MIN PLAN & COORDINATION ESTIMATE PAYMENT PRINCIPLE AND INTEREST 
ON PUBLIC DEBT US$ 81 MILLION, COMPARED TO US$ 77 MILLION IN 
1974, LEAVING NET INFLOW OF $42.5 MILLION. WE ESTIMATE LONG-MID 
TERM PRIVATE CAPITAL SAME AS 1974, MAJORITY OF IT U.S. OIL 

COMPANY DISBURSEMENTS. WHICH RUNNING ABOUT SAME OR LITTLE 
BELOW 1974 RATE. WE DIFFER WITH CB PRIVATE LONG AND SHORT TERM 
CAPITAL ESTIMATE, WHICH GOES FROM USTD -14 MILLION IN 1974 TO 
US$ -37 MILLION IN 1975, RESULTING FROM AN ASSUMED MAJOR 
OUTFLOW OF SHORT TERM CAPITAL. WE SEE LITTLE EVIDENCE OF A 
LARGE SHORT TERM OUTFLOW, NOR DO PRIVATE BANKS WE HAVE 

CONTACTED. WITH BOLIVIA'S STILL REASONABLY STRONG RESERVE 
POSITION, RELATIVELY HIGH INTEREST RATES. STABLE PRICES, AND 
IMPROVED PUBLIC CONFIDENCE, PLUS THE WEAK CURRENCIES IN 
NEIGHBORING ARGENTINA AND CHILE, WE SEE LITTLE MOTIVE FOR SHORT 
TERM OUTFLOW OF THE US$ 50 MILLION LEVEL IN 1974. CENTRAL BANK 
MAY HAVE MISUNDERSTOOD MOVEMENT OF BOLIVIAN-OWNED DOLLARS TO 
ARGENTINA, WHICH HAVE BEEN FOR PURCHASES IMPORTS AT DEVALUED 
PRICES RATHER THAN FOR SHORT-TERM INVESTMENT. ALTHOUGH 
LIMITED OFFICIAL USE 
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ARGENTINA HAS FAILED TO PAY FOR BOLIVIA'S DELIVERIES OF 
PETROLEUM AND GAS SINCE JULY (JULY PAYMENT WAS DUE IN AUGUST), 
GOB PETROLEUM CORPORATION (YPFB) WILL START TO DRAW ON 
US$ 35 MILLION PRIVATE BANK CONSORTIUM LINE OF CREDIT SHORTLY, 

AND THIS ADEQUATE TO COUNTERBALANCE MOST OF WHAT IS IN EFFECT 
SHORT-TERM PUBLIC CREDIT TO ARGENTINA. LAGGED PAYMENTS FOR 1974 
EXPORTS SHOW UP IN FIRST HALF AS SHORT-TERM PUBLIC AND PRIVATE 
CAPITAL INFLOW, WHICH HELPED MAINTAIN RESERVE LEVELS DURING 
FIRST HALF. 
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5. RESERVES. EMBASSY RECEIVES 10-DAY REPORTS SHOWING CENTRAL 
BANK NET FOREIGN EXCHANGE RESERVES. THIS DATA NOT MADE PUBLIC 
FOR ABOUT THREE MONTHS. FOLLOWING ARE NET RESERVES SINCE END 
OF 1974: 

DECEMBHR 3 1 . 1974 - USS 164 MILLION 
MARCH 31, 1974 - US $ 179 MILLION 
JUNE 30, 1975 - USS 151 MILLION 
JULY 31, 1975 - USS 147 MILLION 
AUGUST 31, 1975,$ USS 121 MILLION 
AS MENTIONED IN LA PAZ 6280, THE UNUSUAL DECLINE IN RESERVES 
IN AUGUST IS PRIMARILY DUE TO ARGENTINA'S FAILURE TO PAY FOR 
BOLIVIAN DELIVERIES OF PETROLIUM AND GAS FOR JULY AND AUGUST. 

AS A RESULT, BOLIVIAN PETROLEUM CORPORATION (YPFB) PLANS TO 
START DRAWING ON A USS 35 MILLION PRIVATE BANK CONSORTIUM 
CREDIT SHORTLY, AND THIS SHOULD AVOID A FURTHER PRECIPITOUS 
DECLINE IN RESERVES. 

6. IMPLICATIONS FOR U.S. POLICY. BOLIVIA'S DETERIORATING 
FOREIGN EXCHANGE SITUATION, WHILE NO CAUSE FOR PANIC, WILL 
REQUIRE SERIOUS MEASURES TO TURN AROUND UNLESS PRICES FOR 
BOLIVIA'S MINERALS EXPORTS TURN UPWARD. THE GOB HAS BEEN HOPING 
FOR SUCH AN UPTURN, BUT IT IS BEGINNING TO REALIZE IT CAN'T 
COUNT ON IT. GOB NOW FACES DIFFICULT AND POLITICALLY SENSITIVE 
TASK OF RESTRAINING IMPORTS AND HOLDING DOWN PUBLIC EXPENDITURES 
AND PERHAPS ALSO TIGHTENING PRIVATE SECTOR CREDIT. REDUCTION 

IN IMPORTS COULD CAUSE PRICE INCREASES AND REGENERATE AN 
INFLATIONARY WAGE/PRICE SPIRAL LIKE THE 1973/74 PERIOD, WHICH 
THE GOB HAS BROUGHT UNDER CONTROL IN 1975. A DRASTIC FALL IN 
RESERVES MIGHT ALSO GEMERATE SP.E HEIGHTENED CAPITAL FLIGHT 
OVER FEAR OF DEVALUATION. WE SEE TWO IMPLICATIONS FOR U.S. POLICY: 

A. THE GOB AND BOLIVIAN PUBLIC WILL BE INCREASINGLY SENSITIVE 
LIMITED OFFICIAL USE 
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TO FURTHER FALLS IN MINERALS PRICES, ESPECIALLY OF TIN, GOB IS 
ALREADY UNDER STRONG PRESSURE TO PROVIDE TAX RELIEF TO 
MINERALS SECTOR. (SEE LA PAZ 5618 RE DIFFICULTIES IN BOLIVIAN 
MINING SECTOR.) SALES FROM GSA TIN STOCKPILES WHICH CONTRIBUTE 

TO A FARTHER FALL IN PRICES WILL MAKE GOB'S SITUATION MORE 
DIFFICULT. REGARDLESS OF IMPACT ON TIN PRICES, GSA SALES WILL 
RECEIVE AN INCREASINGLY BAD RECEPTION FROM GOB. GOB WELCOMES 
U.S. PARTICIPATION IN INTERNATIONAL TIN COUNCIL ON ASSUMPTION 
THIS WILL HELP STABILIZE PRICES. 

B. IF DOWNWARD BOP TREND CONTINUES, AND GOB MAKES A STRONG 
EFFORT TO RESIST PRICE INCREASES WHICH COULD SET OFF A WAGE/ 

PRICE INFLATIONARY SPIRAL, IT WILL PROBABLY TRY TO HOLD PUBLIC 
EXPENDITURES TO A MINIMUM IN 1976 AND 1977, AND THIS MAY 
CONSTRAIN ITS ABILITY TO PROVIDE LOCAL CURRENCY COMPONENT OF 
EXTERNALLY ASSISTED DEVELOPMENT LOANS BEYOND THOSE CONTRACTED 
FOR 1976. AS REPORTED IN LA PAZ 6360, MINISTER PLANNING AND 
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COORDINATION LECHIN IS CONFIDENT GOB CAN MEET ITS OBLIGATIONS 
ON USAID LOANS, AND WE AGREE WITH THAT ASSESSMENT. 

HOWEVER, EMBASSY HAS NOT BEEN ABLE TO EVALUATE THE OVERALL 
BUDGETARY IMPACT OF ALL ASSISTANCE PROGRAMS. IDB ALONE, 

FOR EXAMPLE, HAS ALREADY SIGNED US$ 65 MILLION IN LOANS 

THIS YEAR WITH PLANS FOR US$ 50-60 MILLION MORE BY END OF 1975 

OR EARLY 1976. EMBASSY SUGGESTS THAT CEPSIES ASK GOB FOR 

ESTIMATE LOCAL FINANCING BY YEAR FOR ALL PROJECTS IN ORDER 

MAKE SOME GOB AND AGENCIES FULLY UNDERSTAND MAGNITUDE INVOLVED. 

PARKER 
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